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ABSTRACT 
In Hong Kong today, credit cards are almost necessities. This paper is an analysis of the 
market situation for credit cards. The first section defines what credit cards are and their 
various types. Next, a description on the operation of crecHt card is given. A summary of 
research is then given which leads to insight on how to market Hang Seng Credit Card 
specifically. 
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Credit card usage may be the most dynamic development within the Hong Kong 
financial industry in the last decade. It is the major instrument for consumer spending 
in daily life. Competition in the credit card market is getting more and more intense, 
and competitors are generous in offering fee waivers, premiums, better interest rates 
and bonus points incentives to gain market share. Consequently, profit margins have 
been seriously hurt at the expense of capturing market share. Despite keen 
competition, there are still new entrants to the market since the industry is still 
profitable. 
Having been working in the credit card industry for more than three years, I have 
found 1998 to be the most difficult as result of the economic downturn after the 
financial crisis in 1997. In order to maintain market share and profitability in a bear 
market, a thorough and well-planned marketing plan is critical to be successful in the 
market. 
In this paper, the writer will analyze the strengths, weaknesses, opportunities and 
threats of Hang Seng Bank credit card, review the current market situation and 




Hang Seng Bank had been very aggressive in the past few years in promoting the 
credit card business and the results achieved are very promising. More than thirty 
programs have been launched every year in order to gain more cardmembers and to 
stimulate card spending. 
With the emergence of new competitors and products in the market, it is advisable 
to have a thorough understanding and analysis of the products of the competitors and 
Hang Seng Bank to formulate the most suitable combative strategy. 
In 1998，Hang Seng Bank will continue its focus on the credit card business. With 
an extensive branch network and huge customer base, more effort will be put in 
"cross-selling" the credit card to customers who are not presently card customers. 
Profitability is also one of the major concerns despite intense price competition 
among major players. 
To outperform competitors, it is necessary to provide a credit card with unique 
feature or can provide more benefits. Thus, product enhancement is also one of the 




Nature of Business 
First, let us defme what is a credit card? A credit card is a card (usually made 
of plastic) which entitles the holder, upon presentation, to obtain goods and/or 
services from a retailer and the issuer of the card which allow goods and/or services to 
be provided on the basis that payment will be made by the issuer to the retailer. The 
retailer will almost certainly pay some commission to the card issuer. The issuer will 
keep an account in the name of the cardholder to which purchases will be debitedi. 
From the above definition, we know that credit card actually is one of the medium 
for payment and can serve the same function as paper money or cheques. The only 
difference is that it offer extended credit facilities. To provide extended credit 
facilities to a customer, the company must be a cash rich company. Thus, banks and 
financial institutions become the major provider of credit card. By providing such 
service to the customers, the banks and financial institutions can eam both fee charges 
and interest on late payment. 
Tvpes of Credit Card 
Generally speaking, credit card can be classified into: 
i. Credit Card 
ii. Charge Card 
iii. Affinity Card 
ipeter E Sayer, Credit Cards and The Law, an Introduction〕Fourmat, 1988，P. 4 
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iv.. Company Card 
V. Cash Card 
vi. Smart Card 
Credit Card 
The credit card is an instrument of payment which enables the cardholder to obtain 
either goods or services from merchants where arrangements have been made (directly 
or indirectly) by the card issuer, who also makes arrangements to reimburse the 
merchant. Credit card offers the cardholders a certain period of free-interest credit and 
the period vary across different card issuers. 
Charge Card 
As for charge card, the cardholder is expected to settle the outstanding balance in 
full at the end of the month, without charge provided no cash advance has been taken. 
Cardholders are not allowed to have extended credit period in the repayment. Usually, 
the credit limit offered by charge card is unlimited and thus is an excellent product for 
the travellers. An example of charge card is American Express and Diners. 
Affmity Card 
An affmity card is a card which are offered to members of particular bodies 
(sometimes with preferential terms or other benefits), or which are aimed at people 
wishing to support particular charities2. The objective in issuing an affmity card is to 
obtain a mutual benefit for both parties, i.e. the card issuing company and the 
merchant/society. From the perspective of the card issuing company, it can expand its 
base by cross selling to the customers of the joint partner. If the joint partner is a 
merchant, it can gain more business through the offering of incentives to the 
2 
Credit Card Services. London, Her Majesty's Stationery Office, 1989, P. 61 
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cardholder and a preferential merchant discount from the card issuing company. On 
the other hand, if the joint partner is a society or club, it can gain additional operating 
fund from the contribution of the bank. Operating cost for both merchant and society 
will thus be lowered on all credit card transactions. 
Company Card 
A company card is a card (usually a charge card) issued to a business for use by the 
directors or employees to pay for business expenditure. In using company card, time 
is saved in reimbursing the expenses to the employees. It can also give the boss a clear 
picture on the total expenses either on travelling or entertainment with only a glimpse 
ofthe monthly statement. The most common company card is the American Express 
Company Card which is a charge card with unlimited credit limit. 
Cash Card 
A cash card is a card issued by a financial institution, which enables the 
cardholder to obtain cash upon presentation at the appropriate banks. In some cases, it 
can also be used in ATMs to obtain cash. Once the cash is being drawn, interest will 
be incurred which is quite costly to the cardholder. One newly launched cash 
card issued by Hang Seng Bank, Hang Seng Super Cash, is currently charging an 
annual interest of 18%. 
Smart Card 
A smart card is a credit card with a built-in chip which can store all the information 
like available credit balance and accumulated bonus points. All the information is 
being updated immediately when conducting the transaction. Comparing the cost of a 
normal credit card and a smart card, smart card is more expensive in the production. 
Despite the high production cost，smart card will become a trend in the market. 
Functions of Credit Card 
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A credit card can basically provide the following functions: 
i. Exchange Medium 
ii. Source of Credit 
iii. Source of Cash 
Exchange Medium 
In the past, paper money was the major exchange medium for transactions. The old 
generation are almost addicted to the use of the paper money since they are used to 
such behaviour. With the existence of the electronic money, more and more people are 
switching to use electronic money. Nowadays, almost half of the transactions are 
being settled through electronic money either in credit cards or EPS. People are 
encouraged to accept credit card payment as they accept cash or cheque. In fact, under 
these circumstances, it is correct for us to say that credit card is money just as good as 
cash and it works far better than paper money. 
In today's society, credit card already becomes a necessity. It is not unusual to fmd 
more than one credit card in the wallet of the majority of people. They all agreed that 
it is insecure to keep too much cash inside their wallet. Using credit card can also save 
their time in getting around to get cash. 
Source of Credit 
One of the major uses of credit card is to grant the cardholder a certain period of 
credit without any interest and a spending limit being set by the credit card issuer. By 
offering the cardholder a credit, the cardholder is able to settle the payment later 
instead of paying hard cash on the spot. This is what we call "future money" which is 
quite common among the younger generation and it is usual to find that their account 
is always in negative balance. 
There are three distinct schemes by which credit cards can offer the customers a 
means of obtaining credit. Firstly, there is the monthly charge card where the 
cardholder purchases goods and/or services by offering the merchant payment through 
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the charge card. Secondly, the option card where there are flexible monthly 
repayments subject to a minimum amount. Thirdly, the budget card where the 
customer has to make a fixed monthly payment. 
Finally, certain of the credit cards offer an extended credit period, in particular the 
bank credit cards. With prior arrangement with the card issuer, the customer is given a 
credit limit and may take credit accordingly by not repaying the whole amount 
outstanding at the end of the month. 
Source of Cash 
Besides offering credit, credit card can also provide instant cash to the cardholder. 
The amount of cash provided also depends on the credit limit granted by the card 
issuer to the cardholder and is subject to certain verification check. The maximum 
amount of cash being drawn is the credit limit less the outstanding balance. 
There are several methods by which credit cards may be used to obtain cash: over a 
bank counter, from a cash machine, or using the card as a cheque guarantee card. A 
number of credit cards may be used for obtaining cash from automated teller machines 
(ATM). The cardholder may use any of the relevant machines by inserting the card, 
keying in a PDSf (Personal Identification Number) and requesting cash within the 
agreed credit limit subject to the daily limit. 
Handling charges and interest will be imposed once a cash advance is made. Since 
the banks are charging very high interest on credit card, every player in the market are 
persuading its cardholders through excessive advertising campaign. 
Operation of Credit Card 
It is very important for a credit card issuer to control the issuing of cards to 
potentially good customers and to administer the operation of the business. Now, let 
us take a look on the whole process of the credit card transactions. It basically 
involves three distinct parties, the card issuer, the merchant and the cardholder. When 
a cardholder conduct a purchase at a merchant either for a service or a merchandise, 
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he/she needs to settle for the payment. Upon presenting the credit card to the 
merchant, the merchant will check the validity of the card. Then an authorization code 
will be provided from the card issuer, which is usually done by the credit card centre, 
to ensure the card is still active and is good for use. The code can be either given 
through a terminal directly linked to the card centre by swiping the credit card against 
the machine or through a phone read by the operator. Afterwards, the cardholder is 
requested to sign on the slip and the transaction is completed. 
In using the service of credit card for settlement, the merchant is required to pay a 
merchant discount fee which is usually 2% of the transacting amount. Some card 
issuers may charge a lower rate in order to gain more merchants. 
9 
CHAPTER4 
MARKET AND CHANNEL DEFmiTION 
Cardholder 
Credit Cardholders are referring to those persons who own one or more credit 
cards. The credit cardholders can only be considered as active ifhe/she actually spend 
on his/1ier credit card. A cardholder can be further classified into Principal Cardholder 
and Supplementary Cardholder. The Principal Cardholder are those who own the 
account and are responsible to any debt incurred on this credit card. Supplementary 
Card is the additional card authorized by the Principal Cardholder to the use ofa third 
party. In Hong Kong, any adult (over 18 years old) who earns an annual income of 
HK$40,000 and with no bad credit history can easily be granted a credit card. 
The spending power of the younger generation is increasing year after year. They 
tend to spend what we called "the future money" through the use ofcredit card. These 
changes coupled with the rapid rise in eaming income have put more fuel in the 
expansion of the credit card market in Hong Kong. 
Merchant 
Currently, there are around 60,000 merchants outletSa in Hong Kong who accept 
credit cards as a means of payment for their goods or services. For easy recognition by 
the customers on whom merchants are accepting credit card, labels have been 
displayed outside these merchants. Each merchant will be assigned by the card 
company an agreed "floor limit". Beyond this limit, the merchant is required to call 
^Source: Personal interview with executives of Visa International & MasterCard 
International in Hong Kong 
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the card centre of the card issuing company to get an authorization. Almost all card 
centres work 24-hour service because transactions will be conducted any time 
of the day. Most merchants will be provided with the Credit Authorization 
Terminals andy^ or Electronic Data Capture Authorization Machine. Thus, all tran-
sactions will be processed and approved through these machines linked directly to 
the card centre. 
In using the service of credit card, the merchant are required to pay a service fee to 
the card company which we call merchant discount. With the increasing competition 
in the market, the discount is moving on a downward trend. A few years ago, 
American Express was still charging the merchants at 5% discount. In view of the low 
discount rate charged by Visa and MasterCard, American Express is forced to lower 
its discount tremendously. In fact, there is a gentleman agreement among the card 
company for Visa and MasterCard that the pricing of merchant discount should be 
adjusted generally for the whole Hong Kong market although some banks may use a 
lot of methods to get around such agreement. 
Among all the advantages mentioned by the merchants on the acceptance of credit 
cards, a summary of a few major ones are listed bel0w3: 
• There are cost savings in handling slips of paper and cards rather than cash 
• Security is improved without the physical transaction of cash 
• Payment for goods and services is guaranteed provided the merchant follows the 
necessary procedures laid down by the card issuer 
• Credit card can increase turnover or prevent existing business going to 
• competitors who are offering credit facilities 
• Credit cards prevent merchant losses on dishonored cheques 
• The cardholder may "trade up" in that he may spend more because of the 
availability of credit 







In the past, there was only a few players in the market and their actions were not 
aggressive enough to gain any awareness. In view of the ever expanding spending 
power of the people, more and more banks are joining the battle of having a shore of 
the pie. 
Considering the product types, as mentioned in the previous section, there are also 
a lot of choices for the customer to choose. A brief overview of the major players is 



































































































































































































































































































































































































































RESEARCH METHOD AND LITERATURE REVIEW 
Literature Review 
Since the objective of this paper is to identify the strengths and weaknesses of Hang 
Seng Credit Card in order to formulate the appropriate marketing strategies and 
marketing plan for Hang Seng Bank to market its credit card business. The literature 
review is thus concentrated on how to market credit card. Some of the comments of the 
writer on the studies will be presented in this section. 
According to what Grady's suggested in his study, there were a few major techniques 
in marketing a credit card. This include database marketing, direct mail, telemarketing, 
advertising and credit-based pr0m0ti0ns4. 
Database Marketing 
Database marketing include three equally important and critical areas: 
1. Capturing the information 
2. Maintaining the information 
3. Using the information 
The reason in using database marketing is because "Shotgun" approach no longer 
provided enough sales to offset the cost of creating those sales. All the costs like paper 
cost and postage cost are going up with response rate on a reverse downward trend. With 
^Bill Grady, Credit Card Marketing. John Wiley & Sons，Inc., 1995, P. 133-175 
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the increase in the credit card base, it becomes very costly to promote to the full base. 
Rather，the marketer must take full advantage of the valuable information they gather to 
target the customers specifically to reduce marketing cost without decreasing sales. 
Direct Mail 
Direct mail plays an important role in both the acquisition and activation of the credit 
card program. According to what Bird's quoted in his book “ Common Sense Direct 
Marketing", "Direct mail is particularly useful for testing, and for building the long-term 
relationship with your customers as individuals which you are aiming f0r"5. Direct mail 
can help the marketer to target with great precision, easy control on the message being 
delivered to the recipient and having a comparatively better result. 
However, it becomes a highly sophisticated, complex and disciplined tool in today's 
marketing environment. As direct mailing becomes more utilized, the quality of mailing 
materials received by the customers are increasing which lead to the majority of the 
mailing materials being left unattended or thrown directly to the dustbin. 
To increase the response rate in a direct mail, it is important to determine the target 
customers who are going to receive the direct mail package. As mentioned before, 
database marketing will provide the clue about who are the right persons to receive the 
mail. 
This technique is still very common in current Hong Kong credit card industry. 
However, some adaptations have been made for Hang Seng Bank. With a huge credit 
card base of around 500,000 customers, most ofthe direct mailing materials sent out to 
the customers are being inserted in the credit card statement rather than in solo-mailing 
format. This helps to reduce postage cost. 
^Drayton Bird, Common Sense Direct Marketing, Kogan Page, 1989, P. 133 
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Telemarketing 
The most common use of telemarketing is to follow-up a direct mail program. Usually 
when a mail has been sent out but no response has been received from the customers, the 
telemarketer will call up the customers to conduct fiuther sellingjobs. 
It is important to schedule the program and keep control on the telemarketing cost. 
Calling the customers too early or too late will both affect the result, either the mail is not 
yet received or the customer already forgot what the mail is. Different telemarketing 
vendors will have cost schedule. The charging scheme may also be different. Some may 
charge you on the number of calls while others will charge on the number of successful 
applications. A company thus needs to be very careful in choosing the vendor. 
As for the case in Hong Kong, it was found that it will be quite difficult to conduct 
telemarketing based on the following reasons: 
1. Hong Kong people are very busy and it will be very difficult to talk in-person 
directly. Leaving a message does not guarantee calling back. 
2. High mobility of the Hong Kong people necessitate a frequent update of the telephone 
numbers kept on the database. 
3. Hong Kong people are very busy and most of them are not willing to spare any time 
for any selling activities, especially through the phone. 
Advertising 
There is a quote from David Ogilvy : “The function of most advertising is not to 
persuade people to try your product, but to persuade them to use it more often than other 
brands in their repertoire,'6. Applying his saying to the credit card business, this means 
that advertising works well in boosting card spending than in card acquisition. However, 
it is quite interesting to find that most of the credit card issuers in Hong Kong are 
investing millions of dollars in those acquisition campaigns. These campaign are usually 
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using a mix of medium like TV, radio, newspaper and magazines. On the other hand, it is 
seldom to fmd heavy advertising on card utilization program. 
There is also arguments on Grady's suggestion because he suggested to include the 
credit card program in all forms of advertising. It will be difficult to include credit card in 
all forms of advertising as it will dilute the effect of the advertisement on the "hero" 
product and create confusion to the customers. Thus most of the advertisement found in 
Hong Kong are very focused. 
Credit-Based Promotion 
Credit-based promotions include interest-free, deferred payment and skip payment 
promotions. The value of this type of promotion is that it allows customers to buy today 
without paying any interest or make any payments until a later date. However, the cost in 
running this kind of promotion is high . Due to this reason, this kind of promotion is not 
丨 commonly used among the Hong Kong market players. There are two major factors in 
i 
determining the cost, the length of time involved and dollar amount involve in the interest 
free period. 
This technique has been related to Hang Seng Credit Card and is presented at the later 
section of this project. 
Interviews 
In order to get more information on the current business situation ofHang Seng Credit 
Card, a personal interview will be conducted with Senior Management of Hang Seng 
Bank Credit Card Centre. However, there is limitation on personal interview. As 
mentioned earlier, credit card business are very competitive, information like sales 
^David Ogilvy, Confession of an Advertising Man. Atheneum, 1987, P. xvii 
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turnover and number of credit cardholders is considered as confidential may not be 
disclosed in the interview. Interviews were also made with Visa International and 
MasterCard International to get information on the general credit card market situation. 
Rgg^arph 
Under the limited source of information, research was helpful in getting more ideas on 
how to develop the business. In this study, a focus group interview was conducted with 
people from different ages and occupation. The major focus was on the card acquisition, 
utilization and attrition. 
Secondary Data 
Another valuable source of information for this study comes from the promotional 





Through the research, the writer intended to achieve the following objectives: 
Overview of credit card market 
• To explore current and future credit card market dynamics in terms of trend, image 
and functions 
• To assess the image perception of various card issuers 
Card Acquisition 
• To find out the care selection criteria for acquisition 
• To understand the perceptions of Hang Seng's and competitors' promotional offers 
and their preferences 
• To assess the impact of various affinity cards acquisition program 
Card Utilization 
• To find out the choice criteria for card usage among multi-card owners 
• To identify card usage and payment pattem 
• To understand the perceptions of Hang Seng's and competitors' bonus point 
utilization programs/card benefits and their preferences 
• To gauge the level of loyalty and reasons 
• To fmd out the reasons for dormancy 
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• To understand the perceptions of Hang Seng's and competitors' re-activation 
programs and their preference 
• To explore ways to re-activate dormant/low usage accounts and strengthen loyalty 
• To assess the impact of affinity cards in affecting cardholders' utilization behaviour 
Card Attrition 
• To find out the reasons for attrition 
• To understand the card usage pattem before attrition 
• To explore ways to retain the attrited card 
Research Method 
A total of 40 persons were selected for the focus group study. Among these 40 people, 
28 of them are the friends and colleagues of the writer. The other 12 people are being 
selected from the existing customer base of the Hang Seng Credit Card. This group was 
separated into 4 groups of 2 sessions with the following selection criteria: 
TABLE 2 
SELECTION CRITERIA OF PARTICIPANTS FOR FOCUS GROUP RESEARCH 
Group 1 Group 2 Group 3 Group 4 
Sex Male Female Male Female 
Age 18-29 18-29 30-45 30-45 
Occupation White collars/tertiary Professionals/executives/ 
studentsA)lue collars managers 
Monthly~~~personal income 8,000-20,000 15,000-50,000 
(HK$)  
20 
Credit card ownership At least 3-4 multi- ~At least 3A multi-
cardMfinity card owners card/affinity card owners 
Mostly classic Mostly gold 
Brand most frequently used Hongkong Bank 




A guide will be prepared to lead the discussion (see Appendix 4). To avoid any 
discomfort caused due to video taking or tape recording, only notes will be taken 
throughout the discussion. 
Findings 
The following observations were found in the focus group study: 
Higher Utilization Rate of Credit Cards 
It is interesting to find that the people are becoming more comfortable to sign for an 
amount less than HK$100, rather than feeling embarrassed which was previously found 
in the past years. There are also less mentions of "merchants don't welcome credit cards” 
and surcharge imposed by the merchants on using credit cards. On the contrary, people 
are more intended to sign either due to accumulation of bonus points, cashing in or 
deferring payment. 
Bonus Points Scheme is Driving Card Usage 
One ofthe major findings from this research is that "To accumulate bonus points" has 
become an evident driver for card utilization. Many of them have "targets" in mind on the 
bonus points program from their selected bank. They will be prompted by bonus points-
related promotions, e.g. double bonus points award, to use more of the card. Getting 
rewards out of bonus points was being mentioned frequently during the discussion. They 
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agreed bonus points scheme can help build loyalty and retain customers and thus cards 
are now compared more and more on the bonus points scheme. 
Components of An Ideal Bonus Point Scheme 
To be an ideal Bonus Points Scheme must have the following characteristics: 
• Achievable targets 
• Points are transferable between spouses and VISA/MasterCard 
• Continuous accumulation for more than a year 
• More cash coupons as reward 
• Trendy, practical gift items or original, exclusive items 
• More options of free redemption of gifts (or involvement of small amount of money) 
• Wider range of choice 
• More convenient collection or delivery of gifts 
• Catalogue more tailor-made for individuals according to their cumulated bonus points 
Affinity Cards, especially Co-branded Credit Cards, Are a Developing Trend 
The customers are getting used to get different kinds of benefits and purchase 
discounts either from the promotion of a bank's core credit card or the co-brand cards. 
Being a cardholder of the co-branded card started to give him/her a sense of identity. 
Rising Demand for Higher Credit Limit 
With the increasing spending power of the cardholder, the customers are quite 
sensitive in choosing credit cards based on the credit limit being offered by a bank. They 
are now desiring for a minimum of 2 months salary or more. It is also common to find 
that there is a growing demand for temporary raise in credit due to travelling or banquet 
function. 
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More Competitive Interest Rate Offer is Expected 
As more and more customers are revolving to avoid huge cash outflow during 
repayment period, the customers are more alert of the interest rate being charge by each 
bank. A new standard was being set by American Express Credit Card a year ago at an 
annual interest rate of 18%, which is almost 30% lower than that being charged by the 
competitors. 
Repayment Will Become More Custom-made 
Currently, 60 days repayment period has become a standard in the market. However, 
customers are expecting to get a longer repayment period. Flexible repayment options 
will be much appreciated. Some other new ideas such as "repayment holiday，，will be 
cherished by revolvers and taken as an act of customer service. 
Stronger Resistance to Annual Fee 
' It is common to find that customers are having a stronger tendency to attrit towards 
card expiry date if annual fee is not waived. They agreed that the credit card is going into 
a trend of free usage, i.e. no annual fee, and they even hope for a "life-long" fee waiver. 
Rewards (card acquisition) are Evaluated in Dollar Terms 
People virtually calculate the absolute value of the "free gift" in considering card 
application. Cash coupons and cash rebate are generally preferred to redemption of gifts. 
Gifts which are specially designed in the market are hugely favoured. Some other 
rewards include regular discounts at chain restaurants or department stores and interest-
free instalment payment for purchasing expensive items. 
More Bargaining and Interactions with Card Issuers, and Growing Importance of 
Telephone Service at Card Centre 
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Customers are now cleverer than before. They have leamt the tricks and treat it almost 
like a customer right to "bargain of f ’ annual fees during card expiry period. They also 
feel that it is a must to grant for a temporary credit raise. Special care must be paid to the 
customers when handling all these kinds of request to avoid any customer's complaints or 
card attrition. 
Image of Hang Seng Credit Card Has Been Changed 
It is interesting to find that the image of Hang Seng Credit Card has been changed to a 
more progressive and trendy image. However, they found that Hang Seng still need to 
improve in building a distinctive card image of its own. 
Interest in Electronic Money is High 
Given the convenience end-benefits and the perceived future trend towards electronic 
money, most customers are positive to Mondex. However, they all agreed that the 
acceptance of electronic money will be higher if no annual fee is charged which become a 
major threshold for taking up the product. 
Bank Image Perception 
Following is a table summarizing the image of the major card issuers in Hong Kong: 
TABLE 3 
PERCEIVED IMAGE OF MAJOR CREDIT CARD ISSUERS 
~ ~ . . ‘ ‘. : m N G m m m m ：  
Becoming proactive • More TV advertising, gaining much noise level and re-
inforcing a "warm" image 
• Its "old-fashioned" image is gradually being replaced by a 
"pro-active" image following innovations like SelectImage 
campaign and other promotional offers  
Good service • Good customer service e.g. responsive to customers 
request 
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‘ ‘ CMASEMAmAVrm   
Innovative • Creative promotional offers ‘ ~~~ 
> PC purchase by installment repayment 
> Discount offers/co-branded cards with many other  
• companies e.g. mobile phone co. or network, smaller shop 
Trendy • Chase ID Card has promotional & discount offers adjusted 
to younger consumers' lifestyle 
• Promotional items of Chase ID depict strong membership  
identification 
Practical "• ~~Very good bonus point scheme “ 
• Well known for ks high credit limit 
^ crr iSAHK： ” '…"…… 
Young & popular • Strong association with promotional offers for 
concerts/musicals 
Progressive • Popular welcome gifts e.g. Baby-G Watch 
• Promotional offers for musical of Snow Wolf Lake 
• Priority booking for pop singers e.g. Aaron Kwok 
• The first credit card with photo identification 
Good service • Responsive to contingency requests — 
• Efficient (card replacement with DHL service) 
二 … . . .—..• AMMX 
Prestigious • A unique card category different from Visa & Master 
• Heavy & impressive advertising 
• No longer confined to professional or high income groups 
With unique appeal • Catered for travelling purpose — 
• Wide overseas acceptance especially for USA & Europe 
i … … … . O T B — ~~" • ~~~“~~~ 
Aggressive & pragmatic • The Compass Card has lifted the bank's irn^e"" 
• Compass Card gives practical cash rebate for everyday ‘ 
life e.g. Fortress, Park'N Shop 1 
• Tend to offer more cash rewards which is very practical 
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Mass appeal • Practical gift items and easily achievable bonus point 
_ _ _ _ _ ^ ^ ^ ^ ^ ^ _ _ ^ _ scheme 
厂 STANBABB cmmmm BAm 
Active & more friendly • Well remembered for its special card designs for collection 
purposes 
• Welcome gift e.g. flying game carpet is very original & 
unique 
• Formation ofPrivilege Clubs is not creating a strong 
impact 
: H O K G K O N G B A M C 
Conservative & non- • Majority have negative views and complaints 
caring 
> show little concem for customers 
> "couldn't card less attitude" 
> slow in response to customers' request 
> provides little real benefit 
> poor bonus point scheme 
• card applied as a main bank status 
• some younger females perceived it as improving recalling 
^ _ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ its TV advertising 
— B A K K 0 F C H m A  
Old-fashioned & • Little details could be recalled by respondents about its 
inflexible card benefits 
• Poor bonus point scheme, gift difficult to achieve 
• Its TV advertising is not impactful 
• Some linked it with the negative perceived image of  




Current Situation and Review 
Promotions 
More than 30 major marketing programs were launched in 1997 aiming to gain new 
cardmembers and increase card spending for Hang Seng Bank. The result attained was 
satisfactory and had exceeded the target in the various aspects of acquisition, utilization 
and retention. 
The acquisition program being conducted in 1997 composed of 3 major theme each 
capturing either hot topic of the town or customers' spending needs (discount offer): 
SelectImage MasterCard, Priority Booking for a Stage Show and HK$l-A-Dish Program. 
Heavy advertising had put been to generate awareness and noise level. Total marketing 
expense for 1997 estimated to be HK$32 millionb • All these 3 programs generated a total 
of around 100,000 new accountSb to Hang Seng Bank in 1997. 
While the key marketing activities for utilization in 1997 included Connection (a 
quarterly newsletter), SuperSave discount program, Travelling Showcase, Ad hoc pre-
sale and private sale program with the renowned merchant outlets and Festive Season 
Special Offer Program. Although the number of programs are more than that of 
acquisition, total marketing expense used was only HK$9 millionc since the major 
communication channel for utilization programs is below-the-line advertising, i.e. direct 
^Source: Personal interview with executives ofHang Seng Bank Credit Card Centre 
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mail either through solo mailing or leaflet being inserted in the monthly credit card 
statement. 
On the other hand, as a result of the generous welcome offer used by competitors in 
the market to acquire new customers, card retention is facing a tough situation. To retain 
customers, various enhancement of the card features of Hang Seng Credit Card as well as 
retention programs were made including the introduction of Travel Insurance and Classic 
Card Upgrade Programs. Acquisition programs developed around spending discount were 
also found very effective in retaining customers. Key marketing activities being 
conducted in 1997 included Bonus Point Catalogue, Bonus Point Enhancement Program, 
VIP gift. Birthday greeting and Priority Booking for movie. 
Brand Image 
Aggressive promotion campaign in 1997 has resulted in upward movement on a 
number of key attributes. Following are the list of areas which have received improved 
ratings over the year: 
Promotional 
• Welcome gifts 
• Bonus points scheme 
• Annual fee discounts 
• Purchase discount 
Others 
• Overseas acceptance 
• Local acceptance 
^Source: Personal interview with executives ofHang Seng Bank Credit Card Centre 
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• Convenient repayment options 
• Full purchase protection 
• High credit limit 
Competitive Analvsis 
As one ofthe major product ofthe bank, the credit card is competing fiercely over the 
last few years. Besides the competition among the "old" players, new ones are coming up 
to gain a position in the market. Bank of America is one of the potential competitors 
which is planning to launch its first credit card in the Hong Kong market. 
Currently, the competitors who are posing threats to Hang Seng Bank include 
Standard Chartered Bank, Hongkong Bank, Chase Manhattan, Citibank, Bank of China 
Group and American Express Credit Card. 
Market Share Analysis 
Hongkong Bank, being the largest bank in Hong Kong, is the No. 1 credit card issuer 
in terms of number of cardmembers and card spending. It obtains about 30% of market 
share. The major reason is because Hongkong Bank is the major bank of most customers 
and thus linking all the services to the major bank will be more convenient to them. It is 
interesting to find that the first largest bank in Hongkong have already contributed 22% 
ofthe total market share in credit card business. However, there is a decreasing trend on 
the market share ofHongkong Bank credit card (from 33% in 1995 to 22% in 1997d) due 
to the aggressive actions taken by the competitors. Customers are willing to shift card 
usage ifoffers are attractive enough since the product seems generic to them. 
Product Features 
To most ofthe people, a credit card is just a card which can grant them a credit limit 
for later settlement. As to some of the people, the only factor they choose a card is the 
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card design, this is especially true for those youngsters. However, there are actually quite 
a lot offeatures for a customers to choose which is the best one for them. These include: 
• Entry level 
• Credit limit 
• Minimum monthly repayment 
• Annual fee 
• Finance charge 
A summary ofthe card features of the major players is show in Appendix 1. 
Entry Level 
Among all the banks, Hang Seng Bank and Bank of East Asia are two of the banks 
which has the lowest annual income requirement for Classic Card, HK$40,000 per year. 
Other banks varies from HK$42,000 to HK$60,000. The minimum requirement is even 
higher for charge card, American Express and Diners, which is HK$100,000 annual 
income. 
As for Gold Card, Chase Manhattan Bank becomes more competitive on its Gold 
MasterCard, which requires a minimum annual income of only HK$120,000. Others 
banks vary from HK$150,000 to HK$200,000. 
Credit Limit 
Credit limit becomes more and more important during these few years in affecting the 
customer to choose a credit card. It is common to find that most of the banks are offering 
3-4 times of monthly salary as the credit limit. However, some banks are very flexible in 
offering credit limit. They will treat the customers individually and decide the credit limit 
^Source: Personal interview with executives ofHang Seng Bank Credit Card Centre 
30 
offered by depending on the information provided by the customers. These include Bank 
of East Asia, Bank of China Group and First Pacific Bank. Charge card is even more 
flexible with no pre-set spending limit. 
Monthly Repavment 
Examining all the banks on this aspect, it is interesting to find that all are offering the 
same term on the minimum monthly repayment: 5% of statement balance or minimum 
HK$50, whichever is higher. There seems to be no differentiation between the banks 
except for charge card which require the cardholder to pay the balance in full. 
Annual Fee 
Except for American Express Credit Card, which is charging an annual fee of 
HK$180, all the banks are charging their Classic Card at an annual charge above 
HK$200. Only First Pacific Bank is exceptionally high with an annual fee of HK$300. 
On the other hand, Gold Card's annual fee ranges from HK$480 to HK$600. 
Besides annual fee, charge card requires an additional charge which is called the 
joining fee. The joining fee is a one-time charge which is different from annual fee. For 
American Express, it requires ajoining fee of HK$250 and HK$400 for Green Card and 
Gold Card respectively. As for Diners Club, it requires ajoining fee ofHK$250. 
Fm^nqe Charge 
Generally speaking, the finance charge of credit card is referring to the interest on the 
revolving balance. Some people claimed that credit card issuer is loan shark due to the 
high interest rate charged by the banks. On average, the credit card issuers are charging 
the cardholders at an interest rate of 24% per annum. With the exception of Dah Sing 
Bank and American Express which are charging an interest rate of 18% per annum only. 




Besides competing on the card features, the credit card issuers are putting more focus 
on the promotional activities. Millions of dollars were investing in all kinds of 
promotions and advertising campaign. The most prominent promotions are usually those 
acquisition and utilization related activities. For those retention programmes, since most 
of them are conducted through direct marketing, the awareness level may not be 
comparatively lower. For the detailed major credit card campaigns in 1997，please refer 
to Appendix 2. 
$WOTAnalysig 
The strengths, weaknesses, opportunities and threats of Hang Seng Credit Card are 
summarized in the following table: 
TABLE 4 
SWOT ANALYSIS OF HANG SENG CREDIT CARD  
StrdogtM ;• Op1p0rtunitiies 
• Favourable bank image • Rejuvenated bank image help rise in 
market preference level 
• Main banker to many consumers 
• Large bank customer base with strong 
• Extensive branch & ATM network relationship 
• Best-in-class in service quality • Growing base of the bank's flag-ship 
segments provides more cross-sell 
• Strong merchant network/relationship opportunities 
^~~Wcakncsfsfs8 Threats 
• Low awareness on core product feature • Eroding fee income due to continuos 
and more severe cut-throat fee waiver 
• Conservative policy hinders customer and commission offer from competitors 
convenience and card marketability hinders the card growth 
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• Perceived as a bank with little • Increased financial and non-financial 
differentiation in terms of card benefits entrants in market which spoiled 
customers and further damage 
customers loyalty 
• Card attrition is becoming a trend 
amongst customers 
• Competitor's Bonus Point Reward 
schemes are becoming more 
sophisticated and thus more costly to 
maintain 
• No long term unique card benefits for 
brand differentiation 
• Privacy Ordinance limits cross-selling 
flexibility 
Marketing Objectives & Strategies 
Objectives 
Having conducted a thorough review on the current situation and competitor's 
activities, a few key objectives were defined for Hang Seng Credit Card for 1998: 
• To gain a positive growth on the number of accounts (i.e. number of new accounts 
gained is larger than number of accounts closed) under the competitive market 
environment 
• To increase both card spending and revolving balance to generate more interest 
income to Hang Seng Bank 
• To maintain attrition rate at or below 15% 
• To enhance brand image and preference 
Marketing Strategies 
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From the findings of the focus group research, an insight was given to formulate the 
appropriate strategies for each of the objectives specified above. Followings are the 
proposed strategies for the respective objective: 
Gain Positive Growth on Number of Accounts 
• Grow the credit card base moderately with quality and profitability being the top 
priority by creating programs like on-target direct mailing programs or direct 
response advertisement in newsletter of specific clubs or association to attract quality 
and young segment with spending potential. These may include newly graduate, since 
they have a high potential to spend and are more intended to revolve, and young 
professionals like doctors. 
• Selectively offer annual fee waiver to induce applications and strengthen 
competitiveness 
• Offer innovatively designed and practical acquisition premium such as flying-game 
carpet and chain store cash coupons which are of high perceived value to entice card 
application 
• Continue efforts in cross-selling to selected high-value banking customers since their 
loyalty to the bank will make them have a higher tendency to subscribe other services 
offered from the bank 
• Employ a "3-in-l" strategy in credit card acquisition campaign to achieve acquisition, 
utilization and retention in one go, i.e. to create a program which can both gain new 
customers, additional income/spending and increase brand image 
Increase Card Spending and Revolving Balance 
• Actively grow the interest income by launching credit-based promotions at the right 
time of the year to increase the effectiveness of the promotion (e.g. during summer 
vacation and Christmas) 
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• Continuously offering discount benefits on renown chain stores with great varieties 
throughout the year to encourage spending 
• Launch spending stimulation programs such as double-bonus point promotion and 
free gift offer who fulfill the pre-set spending amount to stimulate spending and 
sustain market noise during peak spending season 
• "Heavy up" the reward on Bonus Point Program and revise the bonus point scheme to 
make the target easier to achieve in order to boost spending 
Maintain Attrition Rate at 15% 
• To lengthen the relationship of the Cardmembers with the credit card through 
instalment program on purchasing high-valued items/packages such as TV or travel 
packages with repayment period of at least 18-36 months 
• Conduct research to find out the characteristics of the attritors and create a database 
on the potential attritors among the existing card base. Proactively creating pre-
attrition programs to these group of customers such as "Fee waiver offer upon card 
expiry promotion" or "Premium offer on card renewal" so as to reduce card attrition 
Enhance Brand Image and Preference 
• Maintain a continue presence in the market using tactical print ad on utilization offers 
and outdoor advertising to build awareness and preference 
• Shift the expenditure from below-the-line advertising to above-the-line advertising to 
create noise level and increase awareness 
• Continuously conducting customers satisfaction survey on service quality perception 
on competitors among the customer base to improve the service and brand image 
Promotion Plan 
Based on the above objectives and strategies, a promotion plan is prepared for 1998 so 
35 
as to give a clear picture for the executing staff to action accordingly. A detailed 




In the coming years, there will be more credit cards entering the market. The 
profitability of the credit card business will be seriously hurt due to price war 
competition. As customers are becoming more and more clever, marketers will need to 
take more time in creating exciting ideas to differentiate their products from competitors'. 
Besides establishing a suitable price, distinctive product features and benefits are 
necessary to attract and retain the customers. 
Having conducted an analysis ofthe market, a "wish list" for the "perfect" credit card 
includes the following: 
• No annual fee charge 
• Attractive with high perceived value acquisition premium 
• High credit limit 
• Extremely long credit period 
• Low interest rate 
• Year round discount at famous chain stores 
• Instant conversion of bonus points into cash 
• No expiry on bonus points 
Although serving customers to the best is the major objective ofmost banks, it may be 
quite difficult to fulfill the customers' requirements without considering the impact on the 
company. A credit card issuer must strike a balance between the risk involved and the 





















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































FOCUS GROUP DISCUSSION GUIDE 
A, IntrodyQtion 
• Introduce market research 
• Credit card ownership 
=> what cards are owned 
=> do they switch a lot or stick with a few cards 
=> how long have they been using the cards owned 
=> how often do they switch 
B. Utilization 
• Card usage pattem 
=> any cards are used more/less of 
=> types of merchants used moreAess of 
=> purpose of using the card 
=> incidence of using the card for cash advance 
• How is it decided which card to use if more than one card 
Prioritize the importance of various factors in motivating card usage 
=> basic card features such as high credit limit, low interest rate etc. 
=> bonus point scheme 
=> special cardmember benefits 
=> company/card image 
=> wide acceptance worldwide/locally 
=> main bank 
=> pure loyalty 
=> other factors 
• Bonus point scheme 




What signs are there for the bank to monitor attrition intention of its users? 
• review all reasons and factors leading to attrition, and highlight the most crucial 
factors 
• are there any disadvantages to customers when a card attrition is made? What are the 
possible pitfalls? 
For the above, also refer to specific banks as much as possible and evaluate the 
robustness of each hank in retaining customers. 
F. New Services 
• what would you say are the biggest changes in terms of what consumers like you want 
from credit cards? 
• what do you expect to happen in a few years time? 
• what would you want to happen? whether it's possible or not. 
G. Card Image 
• i f w e were to describe a credit card issuing company which is the best to customers, 
how would you describe it? 
Examples: 
-big - prestigious - innovative 
-trustworthy - friendly - progressive 
• how would you evaluate the following banks on those important attributes which we 
havejust discussed? 
=> Chase Manhattan Bank 
=> Citibank 
=> American Express Bank 
=> Overseas Trust Bank 
=> Hang Seng Bank 
=> Standard Chartered Bank 
=> Hongkong Bank 
53 
=> Bank of China 
• which card offers advertising which you think are the most attractive? What can you 
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